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SUBJECT: PM BARRE THREATENS SANCTIONS AGAINST 
FIRMS WITH EXCESSIVE WAGE INCREASES 

1. SUMMARY 

IN A STRONGLY WORDED LETTER TO ECONOMIC MINISTER MONORY, 

PM BARRE EXPRESSED HIS DISPLEASURE REQARDINQ THE SHARP 
5.0 PERCENT INCREASE IN WAGES PER HOUR DURING THE 
SECOND QUARTER. HE THREATED TO TAKE SANCTIONS AOAINST 
FIRMS WITH EXCESSIVE WAGE INCREASES. 

END SUMMARY 

2. KEY EXTRACTS FROM PM BARRE'S LETTER FOLLOW: "IT 

IS IMPORTANT THAT, BEGINNING NOW, THE PROPER MEASURES 
BE TAKEN TO PREVENT ANY SLACKENINQ IN WAGE POLICY BY 
FIRMS. THE PRIORITY GRANTED TO THE INCREASE OF THE 
LOWEST WAGES AND OF THE INCOME OF MANUAL WORKERS IS 
COMPATIBLE WITH THE CONSTRAINTS ON OUR ECONOMY ONLY 
IF THE INCREASE IN THE HIGHEST INCOMES IS SLOWED DOWN. 

EVEN THOUGH THE GOVERNMENT PERMITTED THE WAGE NEGOTIA- 
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TIONS TO BE CONDUCTED BY INDIVIDUAL SECTOR, IT CONSIDERS 
THAT THE CONSTRAINTS ON OUR ECONOMIC RECOVERY AND THE 
IMPERATIVES OF A POLICY OF SOLIDARITY REQUIRE FIRMS TO 
RESPECT THE DISCIPLINES PERTAINING TO SALARIES AS A 
WHOLE." 

3. THEREFORE, M. BARRE REQUESTED M. MONORY "TO FOLLOW 
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ATTENTIVELY, ALONG WITH THE MINISTER OF 

LABOR, WAGE DEVELOPMENTS DURING THE COMING WEEKS." 

M. MONORY "SHOULD DRAW UP WITHOUT DELAY SOME MEASURES 
WHICH WILL PERMIT THE GOVERNMENT WHEN ALLOCATING AID AND 
LOANS TO TAKE EXPLICITYLY INTO ACCOUNT THE BEHAVIOR OF 
INDIVIDUAL FIRMS WITH REGARD TO THE SETTING OF WAGES. 
FOREIGN COMPETITION SHOULD BE ALLOWED FULL PLAY IN THOSE 
SECTORS WHERE THERE HAS BEEN A TENDENCY TOWARD AN EXCES- 
SIVE INCREASE IN WAGES. IN CASE A TREND SIMILAR TO 
THAT OF THE SECOND QUARTER IS OBSERVED DURING SEPTEMBER 
AND OCTOBER, IT MAY BECOME NECESSARY TO LIMIT THE 
INCREASE IN CREDIT TO FIRMS. IT WILL BE NECESSARY TO 
RESORT TO SUCH MEASURES SINCE THE LIBERATION 
OF PRICES IS IRREVERSIBLE." 

GAMMON 
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